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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

Accounting Officer's Respon siblities and Approval _ 

The Accounting officer are required by the MFMA, to maintain adequate accounting records and is responsible for the content 
and integrity of the financial statements and related financial information included in this report. It is the responsibility of the 
accounting officer to ensure that the financial statements fairly presented the state of affairs of the municipafity as at the end of 
the financial year and the results of its operation and cash flows for the period that ended. The external auditors are engaged 
to express an independent opinion on the financial statements and was given unrestricted access to all financial records and 
related data. 

The financial statements have been prepared in accordance with Standards of General Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 


The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 


The accounting officer acknowiedge that he is ultimately responsible of the system of internal financial control established 
by the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error of deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and ail employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the Umuziwabantu Municipality is on identifying, assessing, managing and 
monitoring all known forms of risk across the municipality. Whiie operating risk cannot be fully eliminated, the municipaiity 
endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied 
and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the 
system on internal control provides reasonable assurance that the financial control can provide only reasonable, and not 
absolute assurance against material misstatements of deficit. 

The accounting officer has reviewed the municipality's cash flowforecast for the 01 July 2017 to 30 June 2018 and in the 
light of this review and the current financial position, they are satisfied that the Umuziwabantu Municipality has access to 
adequate resources to continue in operational existence for the foreseeable future. 

I am responsible for the preparation of these annual financial statements, which are set out on pages 4 to 50 in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 


I certify that the salaries, allowances and benefits of Councillors as disclosed in note 28 of these annual financial statement 
are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Pubiic 
Officer Bearers Act and the Minister of Provincial and Local Government’s determination in accordance with this Act. 



2 



UMUZfWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

Statement of Financ i al Position as a t June 30, 2017 _ 

2 017 2016 

- Note(s) _R_ R 


Assets 


Current assets 

Inventory 

Receivables from exchange transactions 

VAT receivable 

Consumer debtors 

Cash and cash equivalents 


Non-current assets 

Investment Property 
Property, plant and equipment 
Intangible Asset 
Plantation Investment 

Total Assets 


Liabilities 

Current liabilities 

Finance Lease Liability 

Payables from exchange transactions 

Consumer deposits 

Unspent grants and receipts 

Provisions 


Non- current liabilities 

Finance Lease Liability 
Employee benefit obligation 


Net assets 

Net assets 

Reserves 

Revaluation reserve 
Accumulated Surplus 

Total Assets 


7 

516 578 

560 491 

8 

3 153 600 

2 434 583 

9 

1 228 962 

2 588 574 

10 

15 755 037 

12 638 232 

11 

129 931 073 

110 840 066 


150 585 250 

129 061 945 


2 

1 459 000 

1 479 000 

3 

224 827 962 

202 633 413 

4 

1 483 675 

23 908 

6 

27 807 843 

29 307 519 


255 578 480 

233 443 840 


406163 730 

362 505 785 


14 

320 933 

261 866 

17 

6 666 508 

7 950 143 

18 

527 247 

521 657 

15 

3510117 

3 756 777 

16 

6 478 933 

6 142 580 


17 503 739 

18 633 023 


14 

5 

293 963 

4 926 774 

408 897 

4 583 299 


5 220 737 

4 992196 


22 724 476 

23 625 219 





383 439 254 

338 880 567 


12 

26 468 400 

26 468 400 


357 023 900 

312 412 167 


383 492 300 

338 880 567 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

St atement o f Financial Performance _ 

2 017 ~~ 2 016 

—___ Note(s) _R_ R 


Revenue 


Revenue from exchange transactions 

Afforestation Scheme sales 
Service charges 

Rental on facilities and equipment 
Licences and permits 
Other Jncome 

Interest received - investments 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 
Property rates 

Property rates-penalties imposed 

Transfer revenue 

Govemment grants and subsidies 

Capital grants 

Fines 

Total revenue from non exchange transactions 
Total revenue 

Expenditure 

Employee related costs 

Remuneration of Councillors 

Afforestation Scheme general expenses 

Afforestation Scheme cost of sales 

Depreciation and amortisation 

Finance Costs 

Finance lease 

Debt impairment 

Repairs and maintenance 

Bulk purchases 

Contracted services 

Transfers and subsidies 

General expenses 

Total Expenditure 

Operating surplus 

Loss on Disposal of assets 
Changes in value of plantation 
Actuarial Gains/Losses 

Surplus for the year 



8 277 065 

9 701 124 

21 

31 299 363 

29 538 570 

36 

82 188 

37 861 


2 077 724 

2 199 713 

24 

2 675 066 

2 677 387 

30 

10 006 166 

7 270 710 


54 417 571 

51 425 365 


20 

15 742 605 

14 528 594 

20 

1 158 159 

855 466 


22 

77 430 871 

82 571 119 

23 

27 159 788 

24 523 220 


456 095 

358 864 


121 947 518 

122 837 263 


176 365 089 

174 262 629 


26 

(44 493 055) 

(39 757 372) 

27 

(6 783 733) 

(6 174 207) 

28 

(5 186 098) 

(5 037 159) 


(4 256 322) 

(4 519 322) 

32 

(10 370 543) 

(11 430 414) 

33 

(812 533) 

(38 206) 


(82 994) 

(282 944) 

29 

(776 666) 

(173 580) 


(4 514 007) 

(3 978 411) 

39 

(25 047 668) 

(22 923 839) 

37 

(2 499 586) 

(2 084 375) 

38 

(1 337 400) 

(327 267) 

25 

(26 764 551) 

(20 163 682) 


(132 925 156) 

(117 229 683) 


43 439 934 

57 032 945 


(658 436) 

(338 905) 

31 

(1 499 676) 

6 101 876 

5 

491 784 

12 493 


41 773 606 

63 147 314 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

Statement of Changes in Net Assets 


Revafuation 
Reserve 


Accumulated 
Surplus/ 


Total net 
assets 



Bafance at 01 July2015 

Correction of Prior year error 

Balance at 01 July 2015 -(Restated) 

Surplus for the year 
Total changes 

Balance atOI July 2016 

Correction of Prior year error 


Balance at 01 July 2016 -(Restated) 

Surplus for the year 
Total changes 
Note(s) 


26 468 400 

248 940 728 

275 409 128 


324 124 

324 124 

26468 400 

249 264 852 

275 733 252 


63 147 314 

63 147 314 

26 468 400 

312 412 166 

338 880 566 

26 468 400 

312 412166 

338 880 566 

' 

2 838 128 

2 838 128 



0 

26 468 400 

315 250 295 

341 718 695 


41 773 606 

41 773 606 

26 468 400 

357 023 900 

383 492 snn 

12 -— 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements forthe yearended June 30, 2017 

Cash Flow Statement _ 

Note(s) 2 017 2 016 

----R R 


Cash flows from operatlng activities 
Receipts 

Sale of goods and services 
Grants 

Other receipts 
Other cash item 


Payments 

Employee Costs 
Suppliers 
Finance costs 
Other cash items 


Net cash flows from operating activities 


Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Proceeds from sale on investment property 
Purchase of other intangible assets 
Movement in plantation investment 
Purchase of other assets 

Net cash generated from l (utilised in ) financing activities 

Cash flows from financing activities 

Repayment of other financial liabilities 
Finance lease payments 
Other cash item 

Net cash flows from financing activities 


Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the end of the year 


40 


3 

3 
2 

4 


56 616 987 

104 590 659 

12 673 762 

54 073 540 
107 094 339 

9 948 097 

173 881 409 

171 115 976 

(51 276 787) 

(61 058 739) 

(83 547) 

(12 381 667) 

(45 931 580) 
(46 253 096) 
(38 206) 
(9 556 481) 

(124 800 741) 

(101 779 363) 

49 080 668 

69 336 613 

(30 195 349) 

926 765 

20 000 
(1 506 242) 

1 499 676 

(64 995 737) 
34 925 978 

0 

0 

(4 957 571) 


(29 255 150) J35jj2733py 


(734 511) 

(566 009) 
0 

(734 511) 

(566 009) 

19 091 007 

110 840 066 

33 743 274 
77 096 792 

129 931 073 

110 840 066 


129 931 073 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

Statemsnt of Comparison of Budget and Actual Amount 
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Statement of Comp arison of Budg et and Actual Amo unt for assets as at 30 June 2017 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements forthe yearended June 30, 2017 

Accounting Polic ies_ 


1. Presentation of Annual Financial Statements 

p?^f n ^pfm e * ment 2 b A 6n prepared in ac «>rdance with the Statements of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the MFMA. 

mnvenfcn 11 ^ LfS™ been pr f pa f d on an accrual basis of a°counting and are in accordance with historical cost 
convention as the basis on measurement, unless specified otherwise. They are presented in South African Rand. 

statements, arrdiKtosed^below 0011 ''" 9 POliC ' eS ’ Wh ' Ch haV6 consistent| y applied in the Preparation of these financial 


1.1 Presentation currency 

These financial statements are presented in South African Rand, which is the ftinctional currency of the municipality. 


1.2 Changes in Accounting Policy and Comparabillty 

Accounting Policies have been consistently applied, except where otherwise indicated below: 

F°r the y ear ended 30 Jun e 2016 the Municipality has adopted the accounting framework as set out above. 

The Municipality changes an Accounting policy only if the change: 

a) ls required by a Standard of GRAP; or listed below 

GRAP 105: Transfer of Functions Between Entities Under Common Control 
GRAP 106: Transfer of Functions Between Entities Not Under Common Control 
GRAP 107: Mergers 

b) Results in the Annual Financial Statements providing reliable and more relevant information about the effects 
transactions, other events or conditions have on the performance or cash flow. 


1.3 Critical Judgements, Estimations and Assumptions 

The following are the critical judgements, apart from those involving estimations, that the management has made in the 
process ofapplying the Municipality's Accounting Policies and that have the most sfenificam effect on the amounts 
recogmsed in the Annual Financial Statements. 

Revenue Recognition 

P ? llcy clause 91 on R evenue from Exchange Transactions and Accounting Policy clause 9.2 on Revenue as set 
Municipality Chan9e Transactlons descnbe the conditions under which revenue will be recorded by the management of the 

G^P 9 ?Rel r i^frl e Fv!. h h e mana9ement C0nsidei ? d the det a iied oriteria for the recognition of the revenue as set out in 
* f T f 9 ® Transactlons ). as fares revenue from Non-exchange Transactions is concemed (See 
bee ' S r f ° rprepa : at ' on above )’ and Partcular, whetherthe Municipality, when the goods are sold, had transferred to the 
buyer the significant nsks and rewards of ownership of the goods and when services is rendered, whetherthe service has 

bewrendened.The Managementofthe Municipality is satisfied thatrecognitionoftherevenueinthecurrentyearis 
appropnate. 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30,2017 

Accounting Policies 


Financial Assets and Liabilities 

The classification of Financial Assets and Liabilities, into categories, is based on judgement by management. 

Impairment of financial Assets 


Accounting Policy Clause 5.4 on Impairment of Financial Assets describes the process followed to determine the value with 
£ H^ e S H h0 f be imp3ired * ln makin 9 the ©stimation of the impairment, the manage“ 
oonsidered the detailed cntena impairment of financial assets as set out in IAS 39. Financial instruments - Recoqnised and 

is appropriate' management of the Municipality is satisfied that impairment of financia! assets recorded during the^year 

Useful Lives of Property, Plant and Equipment 

As described in the Accounting policy clauses 2.2, 3.2 and 4.2, the Municipality depreciated / amortises its Prooertv Plant 

? h nd „^^ ment and int ? ng,b,e asset f over the estimated useful iives of the assets, taking into account the residuaUalues of 

of i * th ° f the * IF US6 u ,VeS ’ wh,ch ls deterrnined w^en the assets are available for use. The useful lives and 
residual values of the assets are based on the industry knowledge. 

Impairment: Write down of Property, Plant and Equipment and inventories 

m3de re,atm9 ‘° Pr ° perty ' Plant and Equi P meni «» and write down 


1.4 Going Concem Assumption 


These annual flnandal statements have been prepared on the assumption that the 
gomg concem for at least the next 12 months. 


municipality wilf continue to operate 


asa 


1.5 Standards, Amendments to Standards and Interpretations issued and adopted 

The foliowing GRAP standards have been issued and have been adopted by the municipality: 

GRAP 21: Impairment of Non-cash generating Assets 

Revenue f rom Non-exchange Transaction (Taxes and Transfer) 

Rresentation °f Budget information in Financial Statements - issued November 2007 
GRAP 25: Employee benefits 

GRAP 26: Impairment of Cash-generating Assets 
GRAP 103: Heritage Assets 
GRAP 104: Financial Instruments 


The following standards, amendments to standards and interpretation have been adopted by the municipality. 

1-6 Investment property 
Initial Recognition 


Investment property includes property (land or a building, or part of a building, or both land and buildinas held under a 

finance lease) held to eam rentals and for capital appreciation, rather than heid to meet sernce 

production or supply of goods or services, or the sale of an asset in the ordinary course of operations ° DJeCtlVeS ’ the 

^ t ' nltlal re “9 nlti on, the municipality measures investment property at cost induding transaction costs once it meets the 
definrbon of investment property. However, where an investment preperty was acquLd through a ncmexchan^ bansaction 

Tha a S qulred the 'westment property fbr no or a nominal value) its cost is its fair value as at the date of acauisition 

The cost of self-constructed investment property is the cost at date of completion. ^ 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements forthe yearended June 30, 2017 

Accounting Policies 


Subsequent Measurement - Fair Value model 


^?H m r? r ° P , erty 'f mea f ured , usin ? ‘ he fair va'ue model. Under the fair value model, investment property is 

- fa r Va , Ue at n e £ OI ?!r n9 l ate ' Any gain or loss arisin 9 from the change in fair value of the property is 
included in surplus or deficit for the period in which it arises FHy 


ICem Usefijl ife 

Investment Property 30 

1.7 Property, plant and equipment 

nI2 F !o r Jhk plant . and , ec J ui P ment are tangible non-current assets (including infrastructure assets) that are held for 

Property, plant and equipment are initially measured at cost. 

of P m P er 5f;.P |ant and equipment is the purchase price and other costs attributable to brinq the 

manlnaman* 0 ? 11 T condltlon . necessary for *t fo be capable of operating in the manner intended by 

management. Trade discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

H^IiI^ a #?h ired b y the munic 'P a | ity for no or nominal consideration (i.e. a non-exchange transaction) 
the cost js deemed to be equal to the fair value of that asset on the date acquired. 

°° m P°" ents °f an ifem of properly, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. y 

Costs incfo de costs incurred initially to acquire or construct an item of property, plant and equipment and costs 
mcurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrvinq 
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised 9 

iL h aiI« it ' al i e H til H ate *i? f the P°? tS of dismantling and removing the item and restoring the site on which it is located 
pynpnd?Mm d !nH n C0 t H of piant and epuipment, where the entity is obligated to incur such 

the P pm^uc«on of KSrils 9 35 3 ^ ° f acqU,rinfl the asset or usin 9 jt for P urposes other than 

^ 3 " 7 ' 119 amo y nt of an item of property, plant and equipment ceases when the item is in 
the location and condition necessary for it to be capable of operating in the manner intended by management. 

E? H 6 partS and f ervicing equipment qualify as property, plant and equipment when the municipalitv expects to 
^ S ^n^+^!? nq ++? 0re t than ? ne pen P d ' Similarly, if the major spare parts and servicing equipment can be used only 
m connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 

mfirfthlf!P ectlon . f ? osts ™ hich are a condition of continuing use of an item of property, plantand equipment and which 
pmnnmfnt T 9nitl0n Cnten ? abov .P are ,ncluda d as a replacement in the cost of the item of property.plant and 
equipment. Any remainmg inspection costs from the previous inspection are derecognised. 

Property, plant and equipment are carried at cost less accumulated depreciation and any impairment losses. 

1 P 1 ®” 4 and cquipment is carried at cost less accumulated depreciation and any impairment losses exceDt for 

arrnmiHat!pH reV f ,Ue £ amount being the fair value at the dafo of revaluation less any subsequent P 

accumulated depreciation and subsequent accumulated impairment losses. y H 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements forthe year ended June 30, 2017 

Accounting Policies 


Subsequent accumulated depreciation and subsequent accumulated impairment losses 


SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

'f 1 ^ 1 re p°9 nitlon ’ ,and and buildings are carried at a revalued amount, being its fair value at 
the date of revaluation less any subsequent accumulated depreciation and impairment losses. 

increase in thecarrying amount of an asset as a result of a revaluation is credited direcOy to a revaluation surolus 
delicrt ’ Pt t0 6Xtent th3t rt reverses a reva,uation decrease of the same asset previously recognised in Sqjlus or 


t r f^ in l he a m°unt ofan asset as a result of a revaluation is recognised in surplus or deficit exceot 

to the extent of any credit balance existmg in the revaluation surplus in respect of that asset. ’ P 

SUBSEQUENT MEASUREMENT - COST MODEL 

5ff se 9^ entt0 lnitial recognition, items of property, plant and equipment are measured at cost Jess accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinlte useful life. 

^»Lf the r T un,ci P a,it y ro Places parts of an asset, it derecognises the part of the asset being replaced and 

1 neW Subsequent expenditure incurred on an asset is capitalised when it increases the 

capacity or future economic benefits associated with the asset. ases Ine 

Shi^h f made Wi ? suffic l ent re 9 ularit y suctl tbat the carrying amount does not differ materially from that 
which would be determined using fair value at the end of the reporting period. y 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the 

ar^unl^fthA w,th , the chan 9 e in the 9 ross carrying amount ofthe asset so that the carrying 

amount of the asset after revaluation equals its revalued amount. y y 

Ofproperty, plantandequipmentis revalued, any accumulateddepreciationatthe dateofthe 
afnourtoni^as^ 9 ^ 39amSt 0rOSS am ° Unt ° fthe assetand net arnount restated t0 the revalued 

Any increase In an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation 

,ncrease 18 rec ° 9 nised in surplus ordeficit totheextentthat it reversesa revaluationdecrease ofthe 
same asset previously recogmsed in surplus or deficit. 

^ n ^ d ^ crease /nan asset ' s carrying amount, asa result of a revaluation, is recognised in surplusordeficit in the 

the^&nlumfuJS‘° 3 reVa ' Ua,i0n SUrP ' US ‘°"" ° fany Credi ' 0al coexistin 9 in 

to'retained^amingTwhen i,em ° f P ' ant and eqUipmen ' iS ‘ ranS,erred directl V 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directlv 

h S the eSSGt iS USed ' The amount transferred Is equal to the difference between depreciation 
based on the revalued carrymg amount and depreciation based on the original cost of the asset. P 

DEPRECIATION AND IMPAIRMENT 

estlm e ate/resldua| d vXe PrTient ** depreciated on the strai 9 ht line ba sis over their expected useful lives to their 

Property, plant and equipment are carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less anv 
accumu,ated I depreciation and subsequent accumulated impairment losses. Revaluations are made wrth 

Cs“ vlue a^t heendrfthl mpoTg period d ° 6S ^ ^ ^ W ° ‘ be determined 
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UMUZIWABANTU MUNICIPALITY 

Financial Statementsforthe year ended June 30, 2017 

Accounting Policies 


1.7 Property, plant and equipment (continued) 


The useful lives of items of property, plant and equipment have been assessed as follows: 

th 5 a " d de P rec iation method of each asset are reviewed at the end of each 
accounting eltimate ^ fe 8CC0Unted for as a 

impairment loss is charged to the Statement of Financial Performance. amount> and an 

Each part of an item of property, plant and equipment with a cost that is siqnificant in relation to thP tntai mot nf 

The chargeforeach 

STsssssess- 

De-recognition of Property, Plant and equipment 

acco !i ntin 9 P° ,ic V for property, plant and equipment in 2015. The chanoe in 
Fra“ ework y ' n accordance Wlth its transitional provision as per Directive 2 of the GRAP Reporting 

sar-« <— sasrsissav 

disclosed in not 3 ° P P equipment has accordingly been recognisedlt provisional amounts, as 

Until such time as the measurement period expires and property, plant and equipment is recoanised anri 
munkJipality 1 r^ed*n^^S^rrip 1 fy wJt^ the^Ste^ ° f GRAP °" Pr ° Perty ' P,3nt and eC,ui « the 

• Presentation of Financial Statements (GRAP 1), 

* Leases^GRAp G ^ n ^ eS * n Foreign Exchan 9 e Transactions (GRAP 4), 

Segment Reporting(GRAP 18), 
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• Discontinued Operations (GRAP 100) 


T!)®.| tion fforn appiying the measurement requirements of the Standard of GRAP on Property plant and 

n?nnpri^ n ^i^? 16 H that ? ny as f soc . ,ated presentation and disclosure requirements need not be (xjmplied with for 
KS5® pjant Ind Iquipmlnt T meaSUred ,n accordance with the requirements of the Standard of GRAP on 


1.8 NON-CURRENT ASSETS HELD FOR 
SALE INITIAL RECOGNITION 


thr^h n l ent f S f etS a " d disp i sal Sraups are dassified as held for sale if their carrying amount will be recovered 
hhhh?nmhfwJ^' ra ?? r t ?- an throu 9 h continuing use. This condition is regareled as met >nly when the sale is 
h^rprobableandtheaseet(ordisposaigroup)isavailableforimmediatesaleinitspresentcondidor Man; 

Sh ° Uld b qU£ for re ^ nition aa a compleTett w& e e mem 

SUBSEQUENT MEASUREMENT 

^C?! J ess n (Lsteto S sell! d ^ ^ diSP ° Sa ' 9r ° UP) are measured at the lower of ca ^9 amount and fair 

Hic n n°h n ;l, U f e ?* as , set not depreciated (or amortised) while it is classified as held for safe, or while it is oart of a 

0 su d X ord X S SeS " b ' e 40 ‘ he ' iabili,ieS ° f 3 diSp0Sal 


1.9 Conditional grants and receipts 

Sf.ntMnoii^h IVed fr0r ? “^ 10031 grants, donations and funding are recognised as revenue to the extent that the 
JJE?Fh'^h eS C t° mpl,ed " , h any ofthe criteria ’ °°nditionsand obligationsembodied inthe agreemenl lothe 
extent that the cntena, conditions or obligations have not been met a liability is recognised. 


1.10 Intangible assets 

cnfh?,l a r!I 9l | hle 3SSet ‘ S 51 idei ? tifiab,e non-monetary asset without physical substance. Examples include comouter 
£ I 3 ? d deve, °P me ntcosts. The municipality recognises an intangibleassetKStotenSrtSf 

^ttr?h^!fhi P< f S ?? n on,ywhenit ls P^bable that the expected future economic benefits or service potential that are 
reliably b t0 ^ 8SSet W ' fl ° W t0 th ° munic,palit y and the ^ or fair value o f the asset can be measured 

in ^ ngible assets are subject to strict recognition criteria before they are capitlised 
that- earCh expend,ture ls never capitalised, while development expenditure is oniy capitalised tothe extent 


• the municipality intends to complete the intangible asset for use or sale* 

• it is techmcally feasible to complete the intangible assef 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i e a non-exchanoe 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired exch0 "9° 
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,ntan S lble asset is acc 1 uired in exchange for a non-monetary asset or monetary assets or a combination 
? nd non " menetar y assets, the asset acquired is initially measured at fair value (the cost) If the acauired 
item s fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up 

SUBSEQUENT MEASUREMENT - COST MODEL 

IntfnoihJf assets are subsequently carried at cost less accumulated amortisation and impairments The cost of an 

thl SXSfif IS amort ' Sed t OVert e usefu] llfe where that useful lifeisfinite ’ Where theuseful lifeisindefinite 
the asset is not amortised but is subject to an annual impairment test. moennne, 

AMORTISATION AND IMPAIRMENT 

Amort'sation is charged so as to write off the cost or valuation of intangible assets over their estimated useful 

asIIS: 9 1 ' ne meth0d ' The annUa ' amortisation rates are based on the folfo^ng esUmaled IverLge 


Computer software 


3-5 yrs 


The amortisation period and the amortisation method fbr an intangible asset with a finite useful iife are reviewpd at oarh 

PerfoZnS 6 an<Jany ^ 968 ^ reC09niStd 388 in &»*** 


1.10 Intangible assets (continued) 


tests j ntan 9 ihie assets with finite useful lives for impairment where there is an indication that an 
“in& ,r S?k a,red ;k An assessment of ^ether there is an indication of possibleimpIS^ 

n ^k? ate ' Where the carr y ,n 9 amount of an item of an intangible asset is greater than the estimated 
recovf rah f recoverab,e servi ? e amount), it is written down immediately to its recoverable amount (or 

recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance 


DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or 
servce potential expected ffom the use of the asset. The gain or loss arising on the disposTl or mbrem^t of an 

in t ^^Statem?nt l of^Rnam^ < Performar^ renCe ^ Pr0CeedS 8nd the Value a " d iS reco 9 nised 


1.11 Event after the reporting date 


FinTnriai^iemenf 0 ^ date ‘ijf* f re ciassified as adjusting events have been accounted for in the Annual 
r F ' na " Cial Statements. The events after the reporting date that are classified as non adjusting events afterthe 
reportmg date have been disclosed m the Annual Financial Statements. 


1.12 Related parties 


H?rj^ uals ’ 5 s W « n a * S their close . fami| y rnembers, and/or entities are related parties if one partv has the abilitv 
directly or indirectly, to control or jointly control the other party or exercise significant influence over the othpr 

Ma%er ^CN^fSc^^ anri?ll' n ?h deCiSl0nS ' KGV mana 9 ement P ersenne l 's defined as the Munlcipal 

Sated by the Munlci^ Manager rep0rtm9 direcay ‘° the Municipal Mana 9 er or « 
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1.13 Investments 


1.14 Leases 

Finance leases as lessee 

S s n^ 

sum of the mimmum lease payment due in terms of the lease agreement, discounted for the S 

Municipality as lessor 

gaaa‘jaasgaga°^ m < ^^-isasr 

Operating leases - lessor 

S n^«?+-f aSe ' ncome is rec ° 9 nised as revenue on a straight line basis over the lease term Initial direct costs incurrpri 
expense^ teased asset and reco 9 nisedas * 


Incurred in ne 9° tiatin 9 and arranging operating leases are added to the carrying amount of the 

ipfoff Jn Gt f nd rec °9 nised as an . ex P en se over the lease tenm on the same basis as the lease kicome Income for 
leases is disclosed under revenue in the statement of financial performance 

Operating leases - lessee 


Operating leases are those leases that do not fall within the scope of the above definitior 

n?^ r a L a t! rec °9 n,sed , as aa expense in the Statement of Financial Performance accrue 
over the term of the relevant lease. 


Operating lease 
on a straight-line basis 
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1.15 Housing development fund 

The Housing Development Fund was established in terms of the Housinq Act (ActNo 107of19Q71 I nanctmm 

mmmsamm. 


1.16 Changes in accounting policies, estimated and errore 

A 9P° u . ntin 9 Estimates are applied prospectively in accordance with GRAP 3 requirements Details of 
changes in estimates are disclosures in the notesto the annualfinancial statements whereapplicable’ 

° fGRAPStandardStha ‘ haVe been issued bu * ne **effective 


1.17 Afforestation 

The Harding Afforestation Scheme (the Scheme) is managed by NCT Tree Farmina (Ptvl Ltd rNCH anri npt noiw o 

wmmrnmrnm 


All expenses incurred in maintaining and protecting the assets 
are not capitalised. 


is recognised in the income statement. Finance charges 


1.18 Inventories 


Initial Recognition 
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1.18 Inventories (continued) 
Subsequent Measurement 


’ t con f isti Ki 9 of f° nsu ^ ab,e stores, raw materials, work-in-progress and finished goods, are valued at the lower of 
cost and net realisable vaiue unless they are to be distributed at no or nominal charge, in which case they are measured at the 

• COet , Redundant and slow-moving inventories ane identified and written Av-' i this vray 
th™ Thf 9 trievaiuabon of inv fntory are reoognised in the Statement of Ftnancial Performance in the year in whictT 
any of any wnte-down of inventories arising from an incraase in net realisablevalue or 
Sch the rev“rsa1 o^re reoo9nised as a reductlon ln tho anwunt of inventories recognised as an expense in the period in 

?nf.H 0Un f 0f l ventori ? s is recognissd as an expense in the periodthatthe inventorywassold, distributed written 
off or consumed, unless that cost qualifies for capitalisation to the ;ost of another asset. 1 wntten 

Storesarev ?' uedatthe i owerofcostandnct realisable value. Ingeneral, thebasisofdetermininqcostis 
the weighted average method Redundant and slow-moving inventories are identified and writte;' down from cost to net 
realisable value with regard to thelr estimated economic or realisable values 


income 


1.19 Impairment of cash-generatlng assets 

■ SS6tS held by the munic 'P alit y wtth the primary objective of generating a commercial 
commerciafre^rn ' d p yed ln a manne r consistentwith that adopted by a profit-orientated entity, it generates a 

5f' oss j nthefuture economic benefitsorservice potential ofan asset, overandabove the systematic 
recognition of the loss of the asset s future economic benefits or service potential through depreciation (amortisation). 

h ‘ he am t ° Unt at wllich an , asset is recognised in the statement of financial position after deducting 
any accumulated depreciation and accumulated impairment losses thereon. y 

? iS the s 4 ma,,est j bentifiable group of assets held with the primary objective of generatinq a 
^l^i^ass^or^groups of asseta ^ fr ° m C ° ntinuing use that are lar 9 e| V independent of the cash inflows from 

tax S exp 0 e f ni| P0Sal 3re inCremental costs direct| y attributab,e te tb e disposal of an asset, excluding finance costs and 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

m Sel, *ir the ar H 0Ur] } obtainable from the sa, e of an asset in an arm's length transaction 
between knowledgeable, willing parties, less the costs of disposal. y 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Usefui life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

“" le amountofanassBt is less than its carrying amount, the carrying amount of the asset is reduced to 
its recoverable amount. That reduction is an impairment loss. 

fri^SLirplu'Jor defldt ° f aSSetS ° arried at cost ' ess any accumoiat ed depreciation or amortisation is recognised immediately 

j nirn P ( ai ™ ent loss is recognised for cash generating units if the .recoverable amount of the unit is less than the carryino 
amount of the unrt. The impanment loss is allocatee to reduce the canying amount of the assets of the unit asfollows: 

To the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

The municipality assesses at each reporting date whetherthere is any indication that an impairment loss recognised in prior 
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t^le d assets S areeSm^ated Cin9ereXISt ^ haV6 decreased - lfan y such indication exists, the recoverable amounts of 

1.19 fmpairment of cash-generating assets (continued) 

asset attributab !e to a reversal of an impairment loss does not exceed the carrvina 
amount that would have been determmed had no impairment loss been recognised for the assets in prior periods. ^ 9 

re^nfe^ a ’ C ° St ‘ eSS aCCUmUla,ed depreCia,i ° n ° r am0rtisalion is 

1.20 Employee benefits 

b ™employee S nefitS ^ 8 " f0miS ° f consideralion 9 iven b y an Umuziwabantu Municipality in exchange for service rendered 

Termination beneffls are employee benefits payable as result of either, Municipalities decision to terminate an emnlovee's 
those teneffls^ 0 ^ “* n ° m ^ re,lrement da,e; or an em Ployee's decision to accept voluntary redundancy in exchange for 

°* herion 9; term f mf)ioyee benef ' ,sareem P |o yee benefits(otherthan post-employmentbenefflsandtermination benefits) 
serliS * ^ b0 S6tt 6d Wlthm 6 Ve months after 810 end of ,he period in wh'o 11 ,he em Ployees rende, che related 


P hsm0nicipalityprevided ret J rementbenefi,sfor its employees. ContributionsaremadetotheNatal Joint MunicipalPension 
r ndofd the obl I 93, ' onsf °r ,he Payment of retirement benefits in accordance with the rules of the three defined benefit 
become payabte 8 ’ tnbUt, ° n ” ° S a " eXPenSe the Statement of Finanoiai Performance in the year fflat fflej 


I hefundsareactuari f" y valued . ev8f y ,hree y ears osingIhediscounted cashflowmethod.Anydeficitidentified by the 
recovered from participating municipalsties in the form of surcharges added to the Contributions whicl/are 
charged as an expense in the Statement of Financial Performance in the year that they become payable. 

emn t |^1 Pl0 t n D e rf bene f itSare emplo y ee benefits ( otherthan termination benefits)whicharepayableafterthecompletion of 
emo ovmen henefi?T ° yrnem benefit P ' a , nS 8,8 f0rmal 0r informai arran 3 e ments under which an entity prevfdSpSsT 
^eSn^ asTey^due 6 ° r m ° re empl0yee * Paymen ' S ,0 defin6d Contribution retirement beneflt pians are oha 4 ed as 


Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution 
benefir p h |a r0 ^ mUr " C ' pallty S obI '9 at,on under the s °heme is equivalent to those arising in a define, rontribution retirement 


Actuarial assumptions 


Actuarial assumptions are unbiased and mutually compatible. Financial assumptions 
tne reporting date, for period over which the obligations are to be settled. 


are based on market expectations, at 


Th^ nl! USGd t0 d ' scourtt post-employment benefit obligations (both funded and unfunded) reflect the time value of monev 

Inri ter T Uf thG Tinancial instrum ©"t selected to reflect the time value of money is consistent with the currencv 

and estimated term of the post-empioyment benefit obligations. currency 


Post-employment benefit obligations are measured on a basis that reflects: 


estimated future salary increases; 

fhe beneffls set out in the terms of the plan (or resulting from any consiructive obligation that goes beyond those 
terms) at the reporting date; and 

estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if and only ifeither; 

those changes were enacted before the reporting date; or 

past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
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for example, in line with future changes in general price levels or general salary levels. 

hfth U ,^flI i t° nS at H Ut m ®fi ica L' take account of ©stimated future changes in the cost of medical services, resulting from 
both inflation and specific changes in medical costs. y 

1.21 Provisions and contingencies 


Contingent assets and contingent 
Statements. 


liabilities are not recognised. Contingencies are disclosed in notes in Annual Financial 


Provisions are recogmsed when the Municipality has a present or constructive obligation as a result of past events it is 
probable that an outfiow of resources embodying economic benefits will be required to settle the obligation and a reliable 
e ?f! mate otthe P ? VISIOnoan bemade - Provision are reviewed at reporting date and adjusted to reflect the current best 
estimate. Where the effect is matenal, non-current provisions are discounted to their present value using a pre-tax 

uihiKWfr.r rate th f ! re ^ ects ^ mar L et ' s current assessment of the time value of money, adjusted for risks specific to the 
liability (for example m the case of obligations for the rehabilitation of land). 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where 
there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into 
account in measunng a provision. Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract is recogmsed and measured as a provision. 

A P r ?vision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a 
provision have been met: y Ul d 

(a) The municipality has a detailed formal plan for the restructuring identify at least’ 

- The business or part of a business concemed; 

The principal locations affected 

The location, function, and approximate number of employees who will ɓe compensated for terminating their 
service 

- The expenditure that will be undertaken; and 
When the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by startina to 
implement that plan or announcing its main features to those affected by it. 


1.22 Revenue from exchange transactions: 

s erv!ce charges relating to refuse removal are raised by means of a rate, and the rate is recognised when the leqal 
entitlement to this revenue anses. Collection charges are recognised when such amounts are legally enforceable Penaltv 
interest on unpaid rates is recognised. y 

Interest and rentals are recognised on a time proportion basis 

Dividends are recognised on the date that the municipality becomes entitled to receive the dividends 

pnniwi^rfthoTii fr °T the a PP |icat . ionofthe a PProved tariff of charges is recognised when the relevant service is rendered by 
applying the relevant gazetted tanff. This includes the issuing of licenses and permits. 

income for agency services is recognised on a monthly basis once the income collected on behalf of agents has been 
3-? ed ' The reco 9 nised ls In terms of the agency agreement. Revenue from the sale of goods is recognised when 

the f! sk ’ s passed t0 the consum er. Revenue from public contributions is recognised when all conditions associated with the 
contnbution have been met or where the contribution is to finance property, plant and equipment, when such items of 

P 0perty ’ pla ?f and equ ,! pment are brou 9 ht into use. Where public contributions have been received but the municipality not 
met the contnbution, a liability is recognised. H y 


1.23 Revenue from non-exchange transaction: 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality which 
represents an increase in net assets, other than increases relating to contributions from owners 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied 
in the asset is required to be consumed by the recipient as specified or future economic or service potential must be 
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retumed to the transferor. 


Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its obiective and can 
exclude or otherwise regulate the access of others to that benefit. °Djectrve and can 

Exchange transaciions are transactions in which one entity receives assets or services, or has liabilities extinauished and 

exchang 9 ^ 68 approxlmate,y et)ual value (Primarily in the form of cash, goods, services, or use to another entity in 


benefits or service Potential received or receivaɓle by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction a 
mumcipality either receives vaiue from another municipality without directly giving approximately equal value in exchanae or 
gives value to anothermunicipai.h without directly receiving approximately equal value in exchange 9 ' 

rpr^,ni«rt?!H£l 0 pe, l! / rateS 'f rec0 ? nis ® d when the le 9 al entitlement to this revenue arises and collection charges are 
recogmsed when such amounts are legally enforceable. y 


Penalty interest on unpaid rates is recognised on the time proportion basis. 
Fines constitute both spot fines and summonses. 


Revenue from spot fines and summonses is recognised when payment is received. 


Donations are recognised on a cash receipt basis or where the donation 
when such items of property, plant and equipment are brought into use. 


is in the form of property, plant and equipment 


£to use lted pr0perty ' p,ant and equipment are recognised when such items of property, plant and equipment are brought 


Ftevenue from the recoyery of unauthorised, irregular, fruitless and wasteful expenditure is based on leqislated Drocedures 

thprppffr th °fh S6t 0Ut ® Mur " c,pal F'nance Management Act (Act No. 56 of 2003) and is recoqnis ■ j, le ■ he recoverv 
thereof from the responsible councilors or officials is virtually certain. recovery 


Fines 


rec ° 9nised as revenue when the receivable meets the definition of an asset and satisfies the criteria for 
recogmtion as an asset as per GRAP 1 

Assets arising from fines are measured at the estimate of the inflow of resources to the municipality. 


1.24 Trade payables and borrowings 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 
Borrowing costs are recognised as an expense in the period in which they are incurred. 


1.25 Comparative figures 

Budgeted amounts have been included in the Annual Financial Statements for the current financial year 

When the presentation or classification of items in the Annual Financial Statements is amended, prior period comparative 
amounts are re-classified. The nature and reason for the reclassification is disclosed. P 


1.26 Unauthorised expenditure 

ai? aMoc^ expenditure that has not been budgeted for, expenditure that is not in terms of the condition of 

nront received from another sphere of government, municipality or organ of state and expenditure in the form of a 
grant that is not permitted rn terms of the Mumcipal Finance Management Act (Act No. 56 of 2003). Unauthorised 

^h^o!!pntiv S a aCC ° U TH d /° r 3S an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance 
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1.27 Fmitless and wasteful expenditure 

Fruitless and wastefiul expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
Pprfn^ rC!Sed ‘rT^ 6SS and wastefuI ex P en diture is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.28 Irregular expenditure 

r^?nip!nLfQ Pe t ndltU ^^/A X ^ G K? d ' ture that ' S C0ntrar V t0 the Municipal Finance Management Act (Act No 56 of 2003) the 
MnnSih/c S i emS | AC l ^ N °' 32 Of2000) ’ the Publjc 0ffice Bearers Act (Act No.20 of 1998) or is in contravention of the 
exnpnrSt. rp ? PP y mana 9 eme nt policy. Irregular expenditure excludes unauthorised expenditure Irregular 
1 ?i accou, ? ted for as ex Penditure in the Statement of Financial Performance and where recovered ?t is 
subsequently accounted for as revenue in the Statement of Financial Performance recoverea, rt is 

1.29 Use of estimates 

I^ m p a r fP ar f'° n of financial statements in conformity wifh Standards of GRAP requires the use of certain critical accounfinc 
estimates. lt also requires management to exercise its judgment in the process of applying the municipalitv’s accountina 9 
policies. The areas mvolving a highe, degree ,f judgment or oomplexity or areas whem 

° "If fin ? ncial statements are disclosed in the relevant sections of the financiai statements Although these 

1.30 Trade and other receivables 

°‘u errecei : ablesare catesorized asfinandalassets, loansand receivablesand are initially recoqnised atfair 
r SUbS ^ Uen -' y Care6< l at amortised C “ LAmortised °° st rete rs to the initial carrying amount plus interest tss 
rebayme ®. d ""Paihnents. An estimate is made for doubtful receivables based on a review of all outetanding amounts at 

reoraanLHnn' f ^n n H fi ? ar ! t Cla d '^ cultles of the debtor ' P robabilit y tbet tbe debtor will enter bankruptcy or finandal 
reorganization, and default or delmquency in payments (more than 30 days overdue) are considered indicators that thp traHp 

Arnomts thpt'prp 31 ^^'- lm P a,rTnents are determined by discounting expected future cash flows to their present value 
Amounts that are receivable within 12 months from the reporting date are classified current. 

1.31 Cash and cash equivalent 

Ph S rt h J nC,Ud . eSOa f °!3 hand (* nc,udln 9 P ett y cash) and cash with banks(includingcalldeposits). Cash equivalentsare 
hl ? h,y liqu,d,nvestni ents, readily convertible into known amounts of cash that are held with registered bankino 
mstitubons with matunties of three months or less and are subject to an insignificant risk of change in value For the 9 
EJJ? S h eS n ?? the ^ sh flcw statement - cash and cash equivalents comprise of cash on hand, deposits held on call with banks 
et of bank overdrafts. The munrcipality categonses cash and cash equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilized. Finance charges on bank overdraft are expensed as inrurrpri 
arnortised°cost reSP6Ct ° f bSnk overdrafts are cate 9 c rised as financial liabilities: other financial liaMIBes carried are ' 

1.32 ɓudget information 

MunicipaHty's are typically subject to budgetary limits in the form of appropriation or budget authorizations (or eauivalent! 
which is given effect through authorizing legislation, appropriation or similar. (0r ec l ulvalent ). 

useTin aXte^budget.^ Pr ° V '' de inf0mla,i0n ° n Whether res0urces were obtained and 

I^o r ?h ed ^ Ud9e xi S prepared on an accrual basis and presented by functional classification linked to performance 
outcome objectives. The approved budget covers the fiscal period from 1 Juiy 2015 to 30 June 2016. The budaet for thp 
economic entity includes all the entities approved budgets under its control 

ImnuntTr?! a, t h tateme ^ andthe bud 9 et are on the same basis of accounting therefore a comparison with the budqeted 
ounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 
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2 017 2016 

-—________R_ R 

2 Investment property 

Investment property 1 459 000-1 479 000 


Reconciliation of Investment property 

Investment property 
Details of Property 


Opening balance 

1 479 000 


Disposals Total 

(20 000) 1 459 000 


Various land where council intends using it for future development and the fair value disclosed was based on the valuation by an 
independent valuer, Mills Fitchet, who holds a recognised and relevant professional qualification and has recent experience in 
the category of the valued investment properties. The properties are all vacant residential properties. 

The fixed date for the general valuation date is 1 July 2011. 

A re 9' ster containing the information required by section 63 of the Municipal Finance Management Act is available for inspection 
at the registered office of the municipality. 


Property, plant and equipment 


2017 



2016 



Cost 

Accumulated 

Carrying Valu Cost 

Accumulated 

Carrying Value 


Valuation 

depreciation 


Valuation 

depreciation 




and accumulated 


and accumulated 



impairment 



impairment 


Land 

18 782 297 


18 782 297 

18 782 297 

0 

18 782 297 

Buildings 

32 263 377 

(8 772 717) 

23 490 660 

32 217 377 

(9 194 882) 

23 022 496 

Plant and machinery 

9 304 471 

(5 134 582) 

4169 889 

9 150 585 

(4 844 272) 

4 306 314 

Furniture and fixtures 

1 989 155 

(1 621 594) 

367 561 

2 028 968 

(1 568 273) 

460 696 

IT equipment 

3 114 239 

(1 109 064) 

2 005175 

2 142 125 

(733 793) 

1 408 333 

Roads 

145 983 184 

(28 124 254) 

117 858 930 

130 992 631 

(21 946 561) 

109 046 071 

Other property, plant and equipm 

7 276 479 

(3 933 996) 

3 342 483 

7 145 193 

(3 841 501) 

3 303 693 

Other Leased Assets 

962 800 

(225 877) 

736 923 

890 915 

(232 174) 

658 741 

Afforestation 

2 611 190 

(679 738) 

1 931 452 

2 328 472 

(584 687) 

1 743 786 

Solid Waste 

3 881 799 

(1 309 879) 

2 571 920 

4 089 462 

(1 933 366) 

2 156 096 

Electricity 

12 812 127 

(6 267 507) 

6 544 620 

12 715 276 

(5 843 985) 

6 871 292 

Under construction 

43 026 052 


43 026 052 

30 873 608 


30 873 599 

Total 

282 007 170 

(57 179 208) 224 827 962 

253 356 911 

(50 723 489) 

202 633 413 
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5 Employee benefit obligations 


Calculation of Post employment Medical Subsidy: 

Independent valuer, Arch actuarial consulting, carried out a statutory valuation on an annual basis 
The principal actuarial assumptions used were as follows: 


Discount rate per annum 
Healthcare cost inflation 
Net discount rate 

Example of mortality rates used were as follows: 

Average retirement age 
Mortality during employment 

Members withdrawn from services: (Average for males and females) 

Age 20 
Age 30 
Age 40 
Age +50 
Age +55 


10.01 % 
8.27 % 
1.61 % 


Female 

60 


9.29 % 
8.33 % 
0.88 % 


Male 

65 

SA85-90 


Female Male 


24 

% 

16 

% 

18 

% 

12 

% 

10 

% 

8 

% 

4 

% 

4 

% 

2 

% 

2 

% 


The amounts recognised in the Statement of Financial Position were determined as follows: 


Present value of funded obligations 3 309 097 

Fair value of plan assets 



3 309 097 

3 033 835 

Movements in the defined benefit obligations is as follows: 



Opening balance 

Current service cost 

Actuarial (gains)/losses 

Benefit payments 

Interest cost 

3 033 835 
308 396 
(279 023) 
(33 890) 
279 779 

2 619 938 
245 463 
(21 936) 
(47 198) 
237 568 


3 309 097 

3 033 835 

Post-employment medical benefits loss 

Medical (gain)/loss 

n/a 

3 309 097 

n/a 

3 033 835 


3 309 097 

3 033 835 

Statement of Financial performance obligation for: 

Medical (gain) / loss 



(279 023 ) 

(21 936 ) 
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5 Employee benefit obligations (continued) 

Calculation of actuarial gains and losses (Long Service Bonus Awards Actuarial Valuation) 


Independent valuer, Arch actuarial consulting, carried out a statutory valuation on an annual basis 

The principal actuarial assumptions used were as follows: 

Discount rate per annum 
Healthcare cost inflation 
Net discount rate 

Example of mortality rates used were as follows: 

Average retirement age 
Mortality during employment 

Members withdrawn from services: (Average for males and females) 

Age 20 
Age 30 
Age 40 
Age 50 
Age +55 


Present value of funded obligations 
Fair value of plan assets 


Actuarial (gains)/losses - Obligation 
Current service cost 
Actuarial (gains)/losses 
Benefit payment 
Interest cost 


Statement of Financial performance obligation for 

Post-employment benefits loss 
Long service award (gain) / loss 


Post-employment benefits loss 
Long service award (gain) loss 


8.59 % 

8.64 % 

6.41 % 

7.28 % 

2.05 % 

1.26 % 

Female 

Male 

60 

65 

SA85-90 

SA85-90 

Female 

Male 

24 % 

16% 

18 % 

12 % 

10 % 

8 % 

4 % 

4 % 

2 % 

2 % 

1 as follows: 


1 617 677 

1 549 464 

1 617 677 

1 549 464 

1 549 464 

1 333 184 

197 530 

121 051 

(212 761) 

9 443 

(43 872) 

(20 981) 

127 315 

106 767 

1 617 677 

1 549 464 

n/a 

n/a 

1 617 677 

1 549 464 

1 617 677 

1 549 464 

n/a 

n/a 

(212 761) 

9 443 

(212 761 ) 

9 443 


26 



UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended June 30, 2017 

NOTES TO THE FI NANCIAL S TA TEMENTS 

2017 2016 

- - -- -- -R R 

5 Employee benefit obligations (continued) 

Key assumptions used 


The salaries used in the valuation include an assumed increase on 1 July 2017 of 7.36% as per the SALGBC 
circular no: 02/2017. The next salary increase was assumed to take place in 1 July 2018. 

Health Care Cost Inflation 

This assumption is required to reflect estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs( for example, due to technological advances or chanqes in 
utilisation patterns). 

A hea,th care cost inflation rate of 8.27% has been assumed. This is 1.5% in excess of expected CPI inflation 
over the expected term of the liability, namely 6.77%. A larger differential would be unsustainable, eventually 
forcing members to less expensive options 

Replacement ratio 

This is the expected pension as a percentage of the final salary, at retirement. This assumption is required 
to determine the income band at retirement of members since some contributions rate tables are income-dependant. 
A replacement ratio of 65% was assumed. Income bands are assumed to increase with general salary inflation 
and therefore an explicit salary inflation assumption is not necessary. 


6 Plantation Inventories 

Opening Balance 

Gains / (Losses) on changes in plantation standing timber value 


29 307 519 23 205 643 

(1 499 676) 6 101 876 


Total 


27 807 843 29 307 519 


antation inventories represents consumable biological assets held for harvest as an agricultural produce and yetto ati 
harvestable specifications. The movement during the year represents a loss from changes in fair value of R 1 499 676. 
Plantation inventories are stated at fair value less estimated point of sale costs, based on the present value of net future 
flows from the asset discounted at a market determined pre-taxation rate. The scheme reviews its outlook for standinq t 
prices regularly in considering the need for active financial risks management. 


7 Inventories 


Inventory - Electrical equipment 
Store stock 
Afforestation scheme 


The inventory value is considered as the lower of cost or net realisable value. 


245 497 76 060 

208 975 67 426 

62 106 417 006 

516 578 560 491 
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8 Receivables from exchange transactions 

Trade debtors 3143 200 2 424183 

Deposits 10 400 _ 10 400 

3 153 600 2 434 583 


The Credit Policy states that the average credit period is 30 days. Interest is charged on overdue 
accounts and such interest is determined by Council. Management has profiled each debt and 
considered the effect of any impairment in the value of outstanding debt. 

The provision is made annually and is calculated by analysing all the debt above 90 days. The 
recoverability of debt owing by each debt above 90 days is assessed and the irrecoverable is classified 
based on the category area. No provision has been made with regards to property rates as there amounts 
are considered to be fully recoverable. 


9 VAT 

VAT receivable 1 228 962 2 588 574 

VAT is payable on the cash basis. Once payment is received from debtors, VAT is paid over to SARS 


10 Consumer debtors 
Gross balances 


Rates 

11 500 457 

9 353 087 

Eiectricity 

4 254 744 

3 094 334 

Refuse 

596 402 

441 560 

Traffic Fines 

1 731 520 

1 300 670 


18 083 123 

14 189 651 

Less: Allowance for impairment 

Provision for bad debts 

(2 328 085) 

(1 551 419) 

Net Balance 

Rates 

11 500 457 

9 353 087 

Eiectricity 

4 254 744 

3 094 334 

Refuse 

596 402 

441 560 

Traffic Fines 

1 731 520 

1 300 670 

Provision for bad debts 

(2 328 085) 

(1 551 419) 


15 755 037 

12 638 232 
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R 

2016 

R 

10 Consumer debtors (continued) 

Net balance 

18 083 123 

14 189 651 

Rates 

Current (0 - 30) 

936 509 

466 486 

31-60 days 

578 234 

436 859 

61-90 days 

483 808 

299 629 

91 -120 days 

258 154 

265 439 

121 -365 days 

1 425 740 

235 932 

> 365 days 

7 818 012 

7 648 742 


11 500 457 

9 353 087 

Electricity 

Current (0 - 30) 

1 554 364 

2 048 260 

31-60 days 

1 000 457 

850 591 

61-90 days 

221 618 

57 107 

91-120 days 

140 407 

7 524 

121 -365 days 

221 397 

4 666 

> 365 days 

648 238 

126188 



3 786 480 

3 094 334 

Refuse 

Current (0 - 30) 

167 273 

163 039 

31 - 60 days 

87 323 

100 770 

61 - 90 days 

55 472 

42 882 

91 -120 days 

33 681 

22 334 

121 -365 days 

87 339 

14 525 

> 365 days 

165 314 

98 008 


596 402 

441 560 

Traffice Fines 

> 365 days 

1 625 870 

1 300 670 

Other (specify) 

> 365 days 

(2 328 085) 

(1 551 419) 
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10 Consumer debtors (continued) 


Summary of debtors by customer classification 


Consumers 


Current (0 - 30) 

1 339 444 

1 073 048 

31-60 days 

891 783 

968 455 

61-90 days 

413 824 

303 688 

91-120 days 

219 430 

220 074 

121 -365 days 

1 146 519 

499 259 

> 365 days 

4 495 605 

4 035 620 


8 506 606 

7 100 143 

Industrial / Commercial 

Current (0 - 30) 

1 297 003 

1 227 407 

31-60 days 

499 322 

341 828 

61-90 days 

239 965 

94 433 

91 -120 days 

153 492 

74 320 

121 -365 days 

398 859 

65 335 

> 365 days 

2 512 194 

2 123 755 


5100 836 

3 927 079 

National and Provincial government 

Current (0 - 30) 

21 699 

377 330 

31 - 60 days 

274 909 

77 937 

61 - 90 days 

107 109 

1 497 

91-120 days 

59 319 

904 

121 - 365 days 

189 097 

833 

> 365 days 

1 628 616 

1 403 260 


2 280 749 

1 861 759 

Total 

Current (0 - 30) 

2 658 146 

2 677 785 

31 - 60 days 

1 666 014 

1 388 219 

61 - 90 days 

760 898 

399 618 

91 -120 days 

432 242 

295 298 

121 -365 days 

1 734 476 

565 427 

> 365 days 

10 725 696 

8 863 304 


17 977 472 

14 189 651 

Less: Allowance for impairment 

(2 328 085) 

(1 551 419) 


15 649 386 

12 638 232 

Provision for debt impairment 

91-120 days 

(167 850) 

(29 858) 

121 - 365 days 

(79 216) 

(19 191) 

> 365 days 

(2 081 019) 

(1 502 369) 


(2 328 085) 

(1 551 419) 


The Credit Control Policy state that the average credit period is 30 days. Interest is charged on overdue 
accounts and such interest is determined by Council. Management has profiled each debt and considered the 
effect of any impairment in the value of the outstanding debt. 

The provision is made annually and is calculated by analysing all the debt above 90 days. The recoverability of 
debt owing by each debt above 90 days is assessed and the irrecoverable is classified based on the category 
area. No provision has been made with regards to property rates as there amounts are considered to be fully 
recoverable. 
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11 Cash and cash equfvalents 

Cash and cash equivalents consist of: 


Cash on hand 
Bank balances 
Short-term deposits 


The municipality had the following bank accounts 
Account numbery description 


FNB - Account number: 

FNB - Account number: 

FNB - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Nedbank - Account number: 
Investec - Account number: 
Investec - Account number: 
Investec - Account number: 
FNB - Account number: 

Cash float on hand 


61240006266 
62618238655 
62605479767 
0371 6501 8956/01 
0371 6501 5337/01 
0371 6501 4802/0016 
0371 6501 4802/01 
0371 6501 8956/18 
0371 6501 3008/39 
0371 6501 3008/49 
0371 6501 5337/01 
037165013415/03 
116 503 3615 
0371 6502 6169/01 
0371 6501 3415/12 
1100529803451 
1100 5298 03452 
1100 5298 03453 
50932742767 


483 898 

3 864 266 9 309 868 

126 066 323 101 529 300 

129931 073 110 840 066 


Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Investmeni account 
Investment account 
Primary Account 
Investment account 
Investment account 
Investment account 
Investment account 
Investment account 
Current-Afforestation 


Bank statement balances Cashbook balances 


30 June 2017 

30 June 2016 

30 June 2017 

30 June 2016 

498 065 

479 066 

498 065 

479 066 

14 885 509 

13 903 307 

14 885 509 

13 903 307 

10 785 579 

5 135 796 

10 785 579 

5 135 796 

345 039 

324 221 

345 039 

324 221 

327 961 

403 017 

327 961 

403 017 

4 303 792 

4 044112 

4 303 792 

4 044 112 

1 877 992 

1 764 678 

1 877 992 

1 764 678 

638 319 

599 531 

638 319 

599 531 

- 

19 667 495 

- 

19 667 495 

21 062 422 

- 

21 062 422 


- 

10 605 938 

- 

10 605 938 

1 034 122 

1 148 478 

1 034 122 

1 148 478 

3 831 246 

9 220 811 

3 864 266 

9 309 868 

3 343 360 

- 

3 343 360 


19 000 000 

- 

19 000 000 

_ 

33 275 708 

31 155 756 

33 275 708 

31 155 756 

14 202 822 

10 123 616 

14 202 822 

10 123 616 

485 634 

2 163491 

485 634 

2 174 289 

483 

898 

483 

898 

129 898 053 

110 740 211 

129 931 073 

110 840 066 


12 Revaluation reserve 

Opening balance -- - 

26 468400 26 468 400 


13 Accumulated surplus 

Ring-fenced internal funds and reserves within accumulated surplus - 2017 

Donations and Actuary Total 

Public 
Contribution 

142 352 6 693 972 


Opening balance 


Capital 

replacement 


Capitalisation 

reserve 


2 570 196 


3 981 424 
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14 Finance lease obligation 

Minimum lease payments due 


-within one year 

320 933 

261 866 

-in second to fifth year 

293 963 

408 897 


614 897 

670 763 

less: future finance charges 


0.00 

Present value of minimum lease payments 

614 897 

670 763 

Non-current liabilities 

293 963 

408 897 

Current liabilities 

320 933 

261 866 


614 897 

670 763 


it is Umuziwabantu Municipality policy to lease certain motor vehicles and equipment underfinance leases. 


Interest rates are fixed at the contract date. All leases have fixed repayments. 


15 Unspent conditional grants and receipts 

Unspent conditional grants and receipts comprise of: 

Small Ton Rehabilitation Grant 

Land Use Management Systems Grant (LUMS) 

Govemment Expect Grant 

IDP (Public participation) Grant 

Disaster Management Grant 


Movement during the year 

Balance at the beginning of the year 
Additions during the year 
Income recognition during the year 


3 301 224 
73 000 
7 890 

128 003 


3 301 224 
73 000 
7 890 
57 500 
317 163 


3 510 117 3 756 777 


3 756 777 10 540 953 

27 967 000 23 988 504 


(28 213 660) 

3 510 117 


(30 772 680) 

3 756 777 


These amounts are invested until utilised. 

The municipality complied with the conditions attached to all grants received to the extent of revenue recognised. 
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16 Provisions 


2017 2016 

R R 


Reconciliation of provisions 2017 

Environmental rehabilitation 
Provision for Accrued Leave 
Present value of minimum lease payments 


Opening balance Movements Total 

3 440 675 326 864 3 767 539 

_ 2 701 905 _9 489 2 711 394 

__ 6 142 580 336 353 6 478 933 


Staff leave is accrued to the staff of the municipality on an annual basis subject to certain conditions. The provision is 
the estimate of the amount due at the reporting date. 


The Harding general waste landfill site is amortised over a period of 25 years as per USK Consulting report (engineer) 
The present value at inception for this rehabilitation is R21 131 293.68. The present value is calculated as follows: 


Interest - 9.5% 
Number of years - 25 


The present value is R 3 767 539 that was capitalised as at end of 2016/17 financial year. The depreciation is calculated 
on the straight line basis. The provision of the landfil! site increases at a 9.5% rate per annum. In the currentfinancial year 
an amount of R 326 864 increased the provision. 

The Landfill site is registered with the Department of Environmental Affairs. 


17 Payables from exchange transactions 

Trade payables 
Accrued bonus 
Housing creditors 
Other creditors 
Retention 


The average credit period on purchases is 30 days from the receipt of the invoice as determined by the MFMA. 


2 529 482 

3 522 402 

1 969 882 

1 696 795 

- 

364 077 

793 794 

287 025 

1 373 349 

2 079 844 

6 666 508 

7 950 143 


18 Consumer deposits 

Electricity 527 247 521 657 
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2017 


2016 


19 Revenue 

Afforestation Scheme sales 
Services charges 
Rental of facilrties 
Licence and permits 
Other income 

Interest received - investments 
Property rates 
Property rates - penalties 
Govemment grants and subsidies 
Capital grants 

Fines, Penalties and forfeits 


Afforestation Scheme sales 
Services charges 
Rental of facilities 
Licence and permits 
Other income 

Interest received - investments 


The amount included in revenue arising from non-exchange transactions are as follows 
Property rates 
Property rates - penalties 
Govemment grants and subsidies 
Capital grants 

Fines, Penalties and forfeits 

20 Property rates 
Rates received 
Residential 
Commercial 
State 

Agriculture 

Public Service Infrastructure 
Tourism 

less: Income foregone 
Property rates - penalties imposed 


Valuations 

Residential 

Commercial 

State 

Agriculture 

Public Service Infrastructure 
Communa! 

Municipal 

Public Benefit Organisation 
Tourism 


rv 

8 277 065 

K 

9 701 124 

31 299 363 

29 538 570 

75 339 

37 861 

2 077 724 

2 199 713 

2 675 066 

2 677 387 

10 006166 

7 270 711 

15 742 605 

14 732 877 

1 158 159 

855 466 

77 430 871 

82 571 119 

27 159 788 

24 523 220 

456 095 

358 864 

176 358 240 

174 466 913 

lows: 


8 277 065 

9 701 124 

31 299 363 

29 538 570 

75 339 

37 861 

2 077 724 

2 199 713 

2 675 066 

2 677 387 

10 006 166 

7 270 711 

54 410 722 

51 425 366 

>: 

15 742 605 

14 732 877 

1 158 159 

855 466 

77 430 871 

82 571 119 

27 159 788 

24 523 220 

456 095 

358 864 

121 947 518 

123 041 546 

4130 437 

3 780 206 

6010 487 

5 483 352 

5 311 982 

4 953 051 

479 119 

440 380 

2 624 

12 074 

67 129 

63 815 

16 001 778 

14 732 877 

(259 173) 

(204 283) 

1 158 159 

855 466 

16 900 764 

15 384 060 

led from the Equitable Share Grant 

425 524 633 

421 261 633 

382 254 000 

382 974 000 

450 613 000 

436 008 000 

337 536 000 

337 536 000 

5 750 000 

5 750 000 

98 380 000 

98 380 000 

24 430 000 

24 450 000 

35 622 000 

34 752 000 

11 250 000 

11 250 000 

1 771 359 633 

1 752 361 633 


Valuations on land and buildings are performed every five years. The last general valuation came into effect on 1 July 2012 
mtenrn valuations are processed to take into account changes in individual property values due to alterations and subdivisions 
Different rate randages for Residential, Commercial, Industrial and State properties are applied to property valuations to 
determine assessment rates. Rates are levied annually. Interest is levied on outstanding rates 
The new general valuation will be implemented on 01 July 2017. 
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21 Service charges 

Sale of electricity 
Refuse removal 


2017 2016 

R R 


29 182 596 27 578 735 

2 116 768 _ 1 959 835 

31 299 363 29 538 570 


22 Operational Grants 


Equitable Share Grant 

68 986 092 

73 121 084 

Other Govemment Grants 

1 360 170 

1 760 460 

Free Basic Electricity: Equitable share 

3 392 609 

3 200 575 

Financial Management Grant 

1 825 000 

1 800 000 

Provincialisation of libraries (Cyber cadet) Grant 

179 000 

170 000 

Municipal Systems Improvement Grant 

CBD M/Plan & T/Planning Scheme Grant 


930 000 

Library Subsidy Grant 

559 000 

553 000 

EPWP Grant 

1 129 000 

1 036 000 


77 430 871 

82 571 119 


Conditional and Unconditional 

Included in above are the following grants and subsidies received: 


Equitable share 


Operating: 

Current year receipts 

Conditions met - transferred to revenue 

Capital: 

Current year receipts 

Conditions met - transferred to revenue 


68 986 092 

73 121 084 

(68 986 092) 

(73 121 084) 

- 

- 

7 390 908 

3 200 916 

(7 390 908) 

(3 200 916) 


In terms of the Constitution, this Unconditiona! grant is used to subsidise the provision of basic services . It has been 
utilised to co-fund operating activities to assistthe municipality to efficiently provide service delivery (see note 15) 


NEP Grant (Eskom) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


283 000 
(283 000) 


Conditions is still to be met - remain liabilities 

This grant was provided by Eskom to the municipality to address the backlog of occupied residential dwellings and 
the installation of bulk infrastructure, rehabilitation and refurbishment of electricity infracture in orderto improve quality 
of supply. 


Library Support Grant 

Current year receipts 

Conditions met - transferred to revenue 


559 000 553 000 

(559 000) (553 000) 


Conditions have been met. This grant is received from the KZN Department of Arts and Culture and is used to 
subsidise the day to day operating for the Harding Town Library. 
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22 Operational Grants(continued) 


Municipal Systems Improvement Grant 


Balance unspent at ɓeginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Other 


930 000 
(930 000) 


This grant is used for infrastructure, capacity building and restructuring. The capacity building and restructuring 
grants were to set up to assist the municipality in developing their planning, budgeting, financial management and 
technical services. 


Expanded Public Works Programme Grant (EPWP) 

Current year receipts 

Conditions met - transferred to revenue 



Conditions has been met. This grant was received from the Department of Public Works and it is utilised for job creation 
to alleviate poverty. 

Strategy Environmental Assessment Grant 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 


256 989 
(256 989) 


Conditions have been met This grant was received from the Department of Agriculture to do an Environmental Assessment 
within the municipality. 

Small Town Rehabilitation Grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


3 301 224 755 752 

2 000 000 3 000 000 

(2 000 000) _ (454 528) 

3 301 224 3 301 224 


Conditions is still to be met - remains a liability. This grant was received from KZN COGTA in regards to small town 
rehabilitation. 


Financial Management Grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


1 825 000 1 800 000 



The Condition has been met. This grant is used to promote and support reforms in financial management by building 
capacity in municipalities to implement the MFMA. As part of strengthening financial, asset and risk management in 
municipalities. The grant also provides funding for an intemship programme. 
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22 Operational Grants(continued) 


Land Use Management System Grant (LUMS) 

Balance unspent at beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 


Condition is still to be met - remains a liability. This grant was provided to assist in the development of Land Use 
Management Systems. 

Library Cyber Cadet Grant 


73 000 

73 000 

73 000 

73 000 


Current year receipts 

Conditions met - transferred to revenue 


179 000 170 000 



Condition has been met. This grant was received from the KZN Department of Arts and Culture for capacity building and 
support on information Technology atthe Harding Library. 

Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 


22 275 000 
(22 275 000) 


8 789 659 
22 672 000 
(31 461 659) 


Conditions have been met. This grant is used to address backlogs in municipal infrastructure required for the provision 
of basic services 

Government Expert Grant 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 


Conditions is still to be met - remains a liability. This grant was used for capacity building in low capacity municipalities. 


7 890 7 890 

7 890 7 890 
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Balance unspent at beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 


57 500 57 500 



Conditions have been met - This was received from KZN Department of COGTA and is utilised to print Municipal 
Interpreted Development Plan booklets y 


Disaster Management Grant 

Balance unspent at beginning of the year 
Current year receipts 
Conditions met - transferred to revenue 

Conditions have been met - This was received from Ugu District Municipality and is utilised for disaster Management 



23 Capital Grants 

Municipal Infrastructure Grant 
Small Town Rehabilitation Grant 
Equitable Share - Capex 
Disaster Management 


Capital Grants consist of the above. 


21 161 490 
2 000 000 
3 998 298 

27 159 788 


23 867 719 
454 528 

200 973 

24 523 220 


24 Other Income 


Other revenue 
Building plans fees 
Burial Fees 
Hall hire and facilities 


2 301 948 2 369 922 

178 696 171 951 

86 742 53 326 


107 680 _ 82 188 

2 675 066 _2 677 387 
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2017 

R 

2016 

R 

25 General Expenses 

Internal Audit 

995 701 

129 957 

Advertising 

218 444 

262 427 

Auditors remuneration 

1 451 795 

1 138 614 

Bank charges 

44 743 

56 956 

Consulting and Professional fees 

174 542 

350 238 

Stores and materials 

678 297 

730 228 

Entertainment 

238 900 

Insurance 

173 202 

200 175 

Conference and seminars 

1 457 572 

677 367 

IT Expense 

19 700 

86 880 

Levies 

359 276 

311 595 

Motor vehicle expenses 

89 282 

173 270 

Fuel and oil 

2 184 837 

1 511 709 

Operating lease payments (rents) 

260 857 

243 200 

Postage and courier 

47 420 

75 246 

Printing and stationery 

271 668 

257 024 

Promotions 

97 187 

Protective clothing 

283 779 

112 196 

Town planning scheme 


7 299 

Legal expenses 

261 448 

23 246 

Employee Assistant programme 

117 209 

67 605 

Subscriptions 

601 497 

27 436 

Telephone and fax 

976 670 

900 080 

Training 

243 096 

377 874 

Travel - local 

280 748 

106 335 

Valuation of properties 

1 332 805 

760 097 

Tools and Equipment 

140 451 

37 913 

Electricity 

550 028 

792 178 

Water 

296 172 

398 100 

Refuse 

120 

Job evaluation 

5 578 


Office equipment 

Office expenses 

363 750 

1 133 015 

LED fund 

486 355 

710 774 

Special Programmes 

2 246 273 

3 682 137 

Free basic services 

1 870 803 

1 818 496 

Electrification expense 


100 782 

Afforestation expenses 

Public Participation 

1 210 243 

690 870 

Disaster Management 

70 204 

98 600 

Bursary 

199 396 


Caucus 

243 631 


EPWP 

1 125 557 


FMG 

1 821 319 


Grass Cutting 

395 773 


MIG 

1 113 750 


Prepaid Commission 

571 000 


Other expenses 

1 193 472 

2 113 765 


26 764 551 

20 163 682 
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2017 2016 

____ R _R_ 

26 Employee related costs 


Basic 

28 439 332 

26 279 778 

Medical aid - company contributions 

2 073 208 

1 568 611 

UiF 

313515 

256 111 

Leave pay provision charge 

384 185 

688 469 

Pension fund 

4 937 255 

4 330 666 

Overtime payments 

4 971 028 

3 631 728 

Housing benefits and allowances 

505 761 

429 053 

Car allowances 

2 433 822 

2 209 978 

Bargaining council levy 

15 877 

14 812 

Cellphone 

419 072 

44 493 055 

348 166 
39 757 372 

Remuneration of Municipal Manager: Mr SD Mbhele (549) 

Annual Remuneration 

931 091 

874 205 

Car allowance 

169 587 

159 226 

Contributions to UIF, Medical aid and pension fund 

231 109 

74 164 

Performance Bonus 

254 946 

1 586 733 

1 107 595 


Remuneration of Chief Financial Officer: Ms ST Mhlongo (11068) Contract Ended 31/10/2015 
Annual Remuneration 

Contrihutions to UIF, Medical aid and pension fund 


221 323 
199 338 


420 661 


Remuneration of Director: Community Services: Mr W Gumede (11015) 
Annual Remuneration 
Car allowance 

Contributions to UIF, Medical aid and pension fund 
Performance Bonus 


754 391 

708 301 

106 848 

100 320 

63 562 

37 592 

183 545 

- 

1 108 346 

846 213 


Remuneration of Director: Technical Services: MrS Malinga (110115) 
Annual Remuneration 
Car allowance 

Contributions to UIF, Medical aid and pension fund 
Performance Bonus 


644 569 597 090 

126 000 120 000 

71 888 40 770 

80 726 _ - 

923 1 83 757 860 
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27 Remuneration of councillors 

Councillors 
Telephone allowance 


Mayor; Hon. D.Nciki (2031) 

Deputy Mayor Cllr MB Gavu (2023) 
Deputy Mayor: CllrTN DZINGWA (2044) 
Speaker: Cllr AD Ngubo (2030 
Speaker: Cllr MV Nyathi (2025) 

Exco Member: CllrNB Dlamini (2000) 
Exco Member: Cllr MV Vezi (2013) 

Exco Member: Cllr SJ Ncwane (2055) 
MPAC chair Cllr HJ Ngubelanga (2027) 
Other Councillors 


2017 

2016 

R 

R 


6 472 818 

5 807 120 

310 915 

367 087 

6 783 733 

6 174 207 

770 382 

782 480 

82 242 

630 878 

580 235 


67 697 

676 127 

625 311 


62 892 

592 978 

418 692 


389 495 


300 158 

319 427 

3 486 629 

3 172 317 

6 783 733 

6 174 207 


In-kind benefits 

The Executive Mayor, Deputy Mayor, speakerand Mayoral Committee members are full time. Each is provided with an 
office and secretarial support at the cost of the Council. 

The Executive Mayor has use of a Council owned vehicle for official duties and has one full time driver. 


28 Administrative expenditure 

Administration and managementfees - third party (afforestation) 
Administration and management fees - reiated party (afforestation) 


318 615 360 827 

4 867 482 _ 4 676 332 

5 186 097 5 037 159 


29 Debt impairment 

Debt impairment 


776 666 173 580 


30 Investment revenue 

Interest revenue - Bank 10 0061 66 7i 

The amount disclosed in the Investment revenue arising from the invested funds that are not immediately required. 


31 Changes in value of plantation 

Plantation standing timber - Afforestation scheme 


(1 499 676) 6 101 876 


The decrease in value was mainly due to the decrease in Rand price for Acacia and Eucalyptus on the weaker rand 
exchange rate to the Dollar. Refer to Note 6 for details of the plantation stock. 


32 Depreciation and amortisation 

Property, plantand equipment 


10 370 543 11 430 414 


33 Finance costs 

Finance leases 


812 533 38 206 


34 Auditors 'remuneration 

Expenses 


1 45 1 795 1 138 614 


35 Operating Lease 

Describe the leasee’s significant leasing arrangements which include: 

- basis on which contingent rent payable is determined 

- the existence and terms of renewal or purchase options and escalation clauses; and 

- restrictions imposed by lease arrangements, such as thos^<foncerning return of net surplus, return of capital 

contributions, dividends, additional debt and further leasing. 
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36 Rental of facilities and equipment 
Rental of facilities and equipment 


2017 2016 

_R R 


82 188 37 861 


37 Contracted services 
Security 


2 499 586 2 084 375 


38 Grants and Subsidies paid 

Contributions to UGU (South Coast Tourism) 


1 337 4 00 _ 327 267 


39 Bulk purchases 

Electricity purchases 


25 047 668 22 923 839 


Electricity Distribution losses - amount 
Electricity Distribution losses - % 


1 499 662 
6% 


869 501 
4% 


Losses are contained within the National Energy Regulation of South Africa (NERSA) norms of between 4% and 10% 


40 Cash Generated from operations 
Surplus 

Adjustments for: 

Depreciation and amortisation 

(Loss) gain on sale of assets and liabilities 

Changes in value of plantation 

Debt impairment 

Other liabilities 

Finance cost 

Prior adjument 

Movement in PPE 

Changes in working capital: 

Inventories 

Receivable from exchange transactions 
(increase )/decrease in other receivables 
(increase )/decrease in investment property 
(increase )/decrease in borrowings 
(increase )/decrease in trade payables 
(increase )/decrease in conditional grants and receipts 
Payables from exchange transactions 
Unspent conditional grants and receipts 
Consumer deposits 


41 773 606 

10 370 543 
658 436 
1 499 676 
776 666 
7 384 


43 913 
(719 017) 
(1 060 201) 

336 353 


(1 283 635) 
(246 660) 
5 590 

52 162 654 


63 702 204 

11 651 435 
12 493 
6 101 876 
173 580 
(69 376) 
28 578 


(123 030) 
(1 478 402) 
(1 655 551) 

736 004 


(2 515 895) 
(6 784 176) 
6 579 

69 786 319 


42 



UMUZIWABANTU MUNICIPALITY 

Financia! Statements for the year ended June 30, 2017 

NOTES TQ THE FINANCIAL STATEMENTS 


41 Commitments 

Authorised capital expenditure 

Commitments in respect of capital expenditure Approved and Contracted 

Infrastructure 

Community 

Other 

Commitments in respect of operating expenditure Approved and Contrach 

Operating expenses 


Approved but not yet contracted for and authorised by council 

Infrastructure 

Community 

Other 

Operating expenses 

Total Commitments 


2017 

2016 

R 

R 

27 497 802 

26 558 046 


1 380 184 

6 746 408 

d 

5 266 308 

6 910 755 

9 631 336 

41 154 966 

42 835 874 

46 530 000 

40 342 275 

8 500 000 


6 160 000 

1 069 177 

61 190 000 

41 411 452 


102 344 966 

84 247 326 


This committed expenditure relates to property, plant and equipment and wiJI be finance by available bank facilities, 
retained surpluses, existing cash resources, funds internally generated and other grants to be received from other 
shares of government etc. 


42 Related parties 

Controlled Afforestation Scheme Refer to note 54 

Councillors Refer to note 27 

Key management personnel Refer to note 26 

Related party transactions: 

No transactions have been identified that were not in an arm's length. 


43 Going concern 

We draw attention to the fact that at 30 June 2017, the municipality had accumulated surplus of R 357 023 900 
and that the municipality's total liabilities are R 22 700 816 of its Net Assets of R 383 439 254 
The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and 
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


44 Events afterthe reporting date 

no events having financial implications requiring disclosure occurred subsequent to 30 June 2017 

45 Unauthorised expenditure 

Umuziwabantu Municipality did not incur any unauthorised expenditure during 2016/2017financial year. 


46 Fruitless and wasteful expenditure 


Umuziwabantu Municipality did incur fruitless and wasteful expenditure during 2016/2017 financial year. 

228 021 

47 Irregular expenditure 

Opening balance 

Add: Irregular expenditure-current year 
Less: amount written off after investigation by council 
Closing balance - Irregular expenditure 


6 860 737 34 650 

6 422 723 6 826 087 

6 860 737 _ 

6 422 723 6 860 737 
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2017 

R 


2016 

R 


48 SM n Ers e A nt M Li f 1 (L ™ 9ati r ma f rS) R 4 219 ' 420 16 dUe ‘° Munici P al B y- Laws implementation disputes and 

Zf t hT S ' T and Departmenl of Labour daimin 9 for outs tanding payments based on 
their work done without approved vanation orders. 

49 Contingent Liabilities: Wage Curve Agreement 

On 21 April 2010 SALGA siyned the "categorisation and job evaluation wage curves collective aareemenftwaoe rurve 

fcatesTh’™ th ' MATUand SAMWUonbehalfof municipalities. Theagreementestablished thewagecurves^and wage 
scales to be used by mumcipalit.es in determining the wages of municipal employees based on an evaluation of 

dTnTwhht 8 per ' he Ta ! k !°h b T' ua,i0n SyStem - Sube «l uent t0 ,he ***** of the agreement the unions declared a 
dispute with the agreement. The dispute was referred to the Labour Court and the court delivered a ruling on 22 June 

! L ! empl0yees receive a saia,y increase Packdated with the effect 1 July 2010 instead of 1 July 2011 SALGA 
on behalf of municipalities, applied for leave to appeal this ruling and was granted the right to appeal against the 

j ; d9eme l 0n 29 Aupust 20f2 h T ° da,e thiS Lab0UI JoUrtof Ap P eai °* se h - not been flnalisedThe Munfd a^ has 
n0t y lT ! e ProCe f S 0 ■ j evaiuat,ons and » a resoit of«he uncertainties arising from the dispute dectered by 
the unions and the pending litigation regarding the wage cuive agreement, the municipality may have a additional payable 
for employee wages, dependmg on the outcome of the pending litigation and finalisation of the job evaluation As a rosi5 
of the above standmg issues it is not practice to reliably estimate the amount of this payable. 


50 Contingent Liabilities: VAT payable to UGU S/C Tourism _ H fti 9 iz\ 

' iabi,ity re 'f 6510 the VAT Payab ' e t0 UGU South Tourism for the T^f^ad^tott^^ 
ent'ty, which was previously treated as Grants and therefore were zero rated for the entity. At the reporting date SARS 
has verbally indicated that the taxable treatment for the Transfers must only be applied prospectively, however there has 

i^hih W r r r en f > 7 K espondencefrom SARS t0 confirm that Position. The municipality has prudently raised the Continqent 
Liability relatmg to this matter. This matter has since been resolved during 2016/17. ® 

51 Contingent Asset: Vat receivable 


The contingent asset relates to the VAT receivable from SARS forthe Transfers made to the Ugu South CoastTburism 
which were previousfy treated as Grants and therefore were zero rated for the entity. At the reporting date SARS has ' 
verbally mdicated thatthe taxable treatmentfor the Transfers must be applied prospectively, hWever ^thero has been no 

SAR k t0 C ° nfirm th3t position - The municipality has prudently raised the Contingent Asset 
relating to this matter. This matterhas since been resolved during 2016/17. 

52 Additional disclosure in terms of Municipal Finance Management Act 


Contributions to organised local government (SALGA) 

Current year subscriptions / fee 

Amount paid - current year 

540 000 
(540 000) 

983 712 
(983 712) 


- 

_ 

Audit fees 

Current year subscriptions / fee 

Amount paid - current year 

1 451 795 
(1 451 795) 

1 138 614 
(1 138 614) 


- 

_ 

PAYE and UIF 

Current year subscriptions /fee 

Amount paid - current year 

6 786 661 
(6 786 661) 

5 725 026 
(5 725 026) 


- 


Pension and Medical Aid deductions 

Current year subscriptions /fee 

Amount paid - current year 

10 500 872 
(10 500 872) 

9 389 390 
(9 389 390) 

_ 

- 

. 


Councillors accounts in arrear 

There are no councillors who had arrear accounts outstanding for more than 90 days as at 30 June 2017 
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53 Budget differences 

Material difference between budget and actual amounts, please referto Appendix E 


2017 

R 


2016 

R 


54 Afforestation 

The municipality's plantation are known as the Umuziwabantu Municipality Harding Afforestation Scheme This scheme has 
performed by NCT Tree Farming (PTY) Ltd, wholly owned by subsidiary of the co-operative 9 

Sirirs, 1 " ^*’™-^^*^^*™****. 

rm.LT f dfn ’ in S l PT n l- 111 ' s .nMled lo any payment other ihan to recoye,y ol drecl costSBhouldthe loiestrv ODarallon 

Afforestfcn h hch» een Pr ° V ' ded “ f! inCOme iS attributable directl V <° »» Umuziwabantu Municipality. In previous years the 

on a line by iine ba ^^ ^^° Mn ^ in “ r P° rated 


55 Private public partnership 

The ntunicipality was not a party to any Private Public Partnerships during the financial year 2016/2017. 


56 Housing Development Fund 


Property, plantand equipment 

Housing Rental Debtors ' 763 053 

Cash Resources " 47 620 

Creditors 6 216 334 5 808 790 

-I_ (358 977) 

_ 6 216 334 _6260 486 
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57 


(I) 

(II) 
(V) 


58 


_ 2017 2016 

- ---R ___R 

Supply chain section 36 deviations 


INAN EMERGENCY 


SUPPLIER ONLY ^ SERV ' CES ARE PR0DUCED OR AVAILABLE FROM A SINGLE 

' N A L ERT!0nal case where it is 1mpr actical or impossible to 

follow the official procurement processes 

458 401 

48 393 

3 596 128 

101 795 

102 424 

1 790 275 


4 102 922 

1 994 493 

Prior year Adjustments 



Depreciation for finance lease overstated in prior year 

Landfill site cost overstated in prior years 

Landfill site depreciation overstated in prior year 

n!nrI^«!! S r Sm « nt 0f U , SefU " life ' ASS6tS becomin 9 fdlly depredated in beginning of the year 
Depreaation for finance lease overstated in prior year 

Depreciation for finance lease overstated in prior year 

PPE re-assessment of usefull life - Assets becoming fully depreciated in beginning of the year 

(280 081) 

207 633 
(780 720) 

(1 991 153) 

206 595 
(103 808) 
_(96 595) 

(324 124) 

_ 

(2 838 128) 

(324124) 


The adjustments relates to the errors have been identified during the 
of assets, with a corresponding increase in the Accumulated Surplus. 


yearon assets. The 


impact is the increase in the carrying value 


59 RISK MANAGEMENT 


59.1 Maximum credit risk exposure 

m ,H n ' y of <ash tfeposits, cash equivalents and trade debtors. The municipality 
colnterpaty ma, ° r 8 h ' 9h QUality Credit S,andin9 and limits «posure to any one 


T»de rewvBbtes compnse a widespread customer base. Management evaluates credit nsk 

used nth» CU ° n ah ° n ?°' n9 baSIS ' l,customers are independently rated, these ratings are 
used. Otherwise. if there is no independent rating, risk control assesses the credit quaiity of the 

BmiKTrt « te t k h n9 'T aC ? Unt !‘ S finanCla ' P ° sition ' past ex P erience a nd other factors. Individual risl 
,^ tSarCS ® t basod on lnternal ° re *t er nal ratings in accordance with limits set by the Council. The 
utilisation of credit limits is regularly monitored. Sales to retai! customers are settled in cash 


Financial assets exposed to credit risk at year end were as follows- 
Cash and cash equivalents 
Trade and other receivables 
Receivables from exchange transactions 


59.2 Liquidity risk 


129 931 073 110 840 066 

3153 600 2 434 583 

18 083 123 14 189 651 


The rnunidpaiity's risk to liquidity is a result of the funds available to cover future commitments The 
faciiities 3 y manases ' quldlty nsk throu9h an on 9 oin 9 re view of future comnfiments and credit 

?h» r fl0W H f0 | CCaStS , are prepared and adeciuate utilised borrowing facilities are monitored. 

^lri rh ana yS6S ‘ he munioi P aiit y' s financial liabilities into relevant maturity groupings 

Sate Thh! 16 remain ! n9Pen0d aUhe °f Financial Position to the contractual maturity 

date. The amounts disclosed in the table are the contractual undiscounted cash flows. 


2017 

Payables from exchange transactions 
Consumer deposits 
Unspent grants and receipts 


2016 

Payables from exchange transactions 
Consumer deposits 
Unspent grants and receipts 


59.3 Interest rate risk 

As the municipality has no significart interest-bearing assets, the municipality's income i 
operating cash flows are substantially independent of chsnges in market interest rates. 


Later than one 
month and not 
Not later than one later than three 
month months 

6 666 508 
527 247 

3510117 

Later than one 

Later than three year and not 

months and not later later than five 
than one year years 

7 950 143 
521 657 

3 756 777 
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APPENDIX B 

UMUZJWABANTU MUNICIPALITY 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT FOR THE YEAR ENDED 30 JUNE 2017 
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